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FOREWORD 





This report is a companion atudy to CIA | sf Bconomic 
Coordination and Int ton of the Soviet Bloc, 199-56, | May 1956, 
——— | __ hich investigated Planning, trade, and 
Tancial relations as they function within the Soviet Blac. it alao 
discussed production specialization among the Earrapean Satellites and 
the present state of their economic coordination with the USSR. This 
report presents a sicailar analysis of the economic relations between 
the Soviet Bloc and the Communist Far East, 
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Summary 





Some progress has been made in coordinating tha economic plats 
of the Communist countries in the Far East {particularly Communist | 
China) with those of the USSR and the European Satellites, Although’ 
not a member of the Councilof Mutual Econdémic Assistance (CEMA}** 
of the Soviet Bloc, ##* China attends CEMA meetings ag an observer and 
participates in many of the Bloc's coordinating conferences, 


Soviet influence on the internal economy of Communist China is 
most apparent in the similarity between the economic agencies of the 
Soviet and the Chinese governments and in the large number ‘of Soviet 
ad¥i§ers wirking in-the Chinese économy. In imitating the Soviat .". 
administrative structure cOnceTEp NE separation of long-range planning 


“¥ "The catimates and conclusions contained in this report represent 
the best judgment of ORR as of 1 March 1957, 

*k Savet Ekonomitheskoy Veaimepomoschi (literally, Council of 
Economic Mutual Assistance}, , , 
##¢ The Soviet Bloc consists of the USSR and the seven Ruropean - 
Satellites, as follows: East Germany, Crechoslovakia, Poland, 
Hungary, Rumania, Bulgaria, and Albania, The Sino-Soviet Bloc 
congiate of the USSR, the 7 Earopean Satellites, and the 4 Far Hagtern 
Communist countries -- Communist China, North Korea, North Vietnam, 
amd Outer Mongolia, Thies repart deals mainly with Communist China, to 
a lesser extent with North Kerea and North Vietnam, and not af all with 
Quter Mongolia. 








and short-range planning at the céntral planning level, China is ahead: 
of several of the Satellites, 


Apart from institutional similarity, Chinese Communist officials 
have assumed a certain “responsibility for Sino-Seyiet Bioc-wide 
eaordination in supplying agricultural and mining products to Evropean 
Bloc countries, An export surplus of these: commodities is assured 
through Chinese planning. There is apparently no Chineaa intention, 
hewever, to detract from the internal construction of a broad and ex- 
tensive industrial base irreapactive of Bloc apecialization policies, 


Communist China has a 5-year trade agreement with Czechoslovakia, 
Because of increasing Chinese-Soviet Bloc trade and the need for Long~ 
range planning in the export af complete industrial installations, other 
long-term apreements of thia type are expected, ' The trade of China. 
with the Bloc has increased from 26 percent of total Chiness trade in 
1950 ta more than 8¢ percent in 1955, P 


In addition ta axtensive Sinc-Soviet Bloc-wide trading, Communist 
Ghina receives much acientific-technical assistance from both the 
USSR and the European Satellites, Technical aid agreements have ‘been 
signed between China and all these countries. Included in these ‘agree 
ments are provisions for the exchange or assignment of technical aid 
and technical information and far is loan of advisers and gpecialists. 


The coordinated economic relations between the Soviet Bloc coun- 
tries and the Communist Far East differ greatly from the relations 
between the USSR and the Huropean Satellites. .The former are not as 
extensive or highly developed aé the latter, although the trend seems to 
indicate a closer coordination of the two areas in the future. Moreaver, 
Chinese independence from the USSR -~ in whatever degree ifexigta -- 
fiust be considered & continual obstacle bo smooth economic eodardination 
and a har to any economic integration, 











I. Introduction. 


The economic relatians among the members of the Sino-Soviet Bioc 
are based on joint allegiance to Communigm, a desire for mutual eco- 
nomic advantage, and unified International political strength, The nature 
of the Agiatic sector of the Bloc, however, differs from that of the Euro- 
pean sector. Available information does not indicate that either North 
Vietnam or Communist China ia a satellite of the USSR in the European 
senae, although Outer Mongolia and North Korea approach this status. 
in addition, there is the question of the extent of Chinese leadership in 
the Communist Far East, It is believed that, until that status is more 
precisely recognized and defined, sconomic relations between the Far 
Hastern Comrounist countries and the Saviet Bloc countries will be 
conducted on & bilateral basis. 


Within Communist countries, economic cooperation is practiced in 
the fields of planning, trade, finance, and economic-technical agsistance. 
Planning: includes both over-all economic planning and specific production 
planning. Beonomic cooperation in trade inclades not only intra~Bloc 

trade but alwo collaboration arnong the members of the Bloc, in their trade 
with the Free World. Financial relations include payments pracedures 
and various forms of leans and credits between the countries. Economic ~ 
technical assistance includes acientific-technical advice, the loan of 
technical experts, the training of unskilled workers, and the shipment to 
and/or construction of enterpriggs in less industrialized countries. These 
activities lead te a degree of coordination between, warious parts of the 
economies of the countries tavelved. 


Between 1949 and mid-1956 the economies of the USSR and the Euro- 
pean Satellites have beendneredgingly Coordinated and have been progress - 
ing'in the divection ofundretthoroughgoing: integration. In thia drive for. 
coordination and Integration the:key organization is CEMA, whose mem- 
bers consist of the USSR and the seven European Satellites. The degree 
af economic coordination reached in the Asiatic sector of the Bloc, how- 
aver, differs from that in the Huropean sector. In the latter a state of 
full coordination and partial integration is approached: this is not yet the 
cage in Agia, Although the two main parts of the Sina-Seviet Bloc are 
nat at all fally coordinated, any progress in this direction involves 








important rarmificationa for the West, such as greater economic aelf-- 
gufficiency for the Bloc as a whole, greater over-all productive capa~« 
bility, and enhanced ability te trade sinnaeetorty with underdeveloped 
countries. 


I, ‘Coordination of Planning. 








Botween the USSR and the Huropean Satellites (GEMA}. 


; The Soviet government ag of mid-1956 laid down the broad out- 
tine’ ‘for long-range economic planning for the European Satellites, The 
annual and Five fear Plans are firat prepared in each. of theae countries, 
are then coordinated with one another and with the USSR, and are given 
final approval by the Soviet government. The leading organization auiding 
this program for coordination is CEMA, ils 


As the main eoavainating agency fox Soviet Bloc-wide planning » 
and ‘ivading: CEMA exerts 4 considerable measure of control over ite 
members (axcept the USSR} in these activities. The power and juris- 
diction of CEMA Include the right to approve each Satellite's annual 
and Five Year Plans, to supervise the coordination of all the plans in the 
Satellites, #¢ to determina individual production specialties in the various 
countries (for certain commodities), and td receive plan fulfillment and 
trade statistics from ali the Satellites. 2/ The relationship of CEMA 
with tha Communist Far East, haheves, differs somewhat from the 
pattarn followed in Europe. : 





B. Between the USSR and the Communist Far East, 


Meme of the Far Eastern Cominanist countries is a member of 
CEMA, although Chinese Communist representatives attend moat if aot 
all of ite ¢assiens a5 observers, This fact in itself indicates that the 
economic telations of China with the USSR and the European Satellites 
are considerably less coordinated than those between the USSR and the 
Satellites, The role of CEMA in the Comroumist Par East, however, 


* Por serially nambered source references, see Appendix D, 
#k CEMA does not coordinate internal Soviet plans, although it obviously 
works harmoniously with, and probably under the influence of, tha Soviet 
planning bodies. , 

















appears to be on the increase, Closer economic coordination hetween 

the Far Fast and the European area of the Soviet Bloc was suggested 

late in 1955, when an official of the Hast German government talked of 

'dovetailing" economic plans between “Berlin and Peaking. ' 3! Pra< 

sumably he referred to annual plans of the Commanist countries, — 

Similarly, Walter Ulbricht, First Deputy Prime Minister and First 

Secretary of the Communiat Party of East Germany, recently hinted 

at coordination of plans among all Communist countries, including those 

in the Far East, He stated, “Party members must realize that the de- 

cisive target figurea are balanced by an adjustment process between the 

Soviet Union and the other states of the socialist and democratic camp, 

It is a big job ta balance the most important target figures of the Five: 
Year Plang among all the states from Korea.to the GDR [Bast Germany), 
an area with a population of 1.2 billion, We are grateful to the Central” 
Committee of the CPSU Cormunist Party of the USSH/ and the Soviet 

government fox their great initiative in the gradual solution of this task," 4/ 
With respect te the economic relations between the two areas, official 
Bloc sources have mentioned CEMA as supervising the economic and 
technical aid between them, mediating disputes over lagging commodity 
deliveries, and establishing procedures [or economic coaperation, 5/ 

One unsubstantiated report describes the functioning, of this coordination 
as follawa: bilateral discussions are firet held among China, North , 

' Berea, and Marth Vietnam; and subsequently, over-all coordination 

between these countries and the European Satellites is brought about by 

CEMA, which resolves any necqqsary adjustments between conflicting 

plans. &/ , 

In spite of these reports, the evidence is tow limited to warrant 
the conclusien that the USSR exerts a decisive control over Chinese 

Communist planning. Coordination throughout the Sind-Soviet Bloc, | 

however limited, can be assumed to result in a certain degree of influ- 

ence, if not actual control, over the planning of each country. The 
axistence of thia influence in China can be deduced from & report that 

the draft of the Chinese Second Five Year Plan is being rewritten, 7/ 

perhaps partly in respotse to the disruption of Satellite plang following 

the political unrest in those countries in late 1956. 








Although Coramunist China cannot be considered a Satellite 1a 
the usual sense, the USSR exercises a great deal of influence over the 
Chinese econamy, The most apparent indication of this influence is in 
the governmental institutions established to handle Chinese economic 
affairs, In their effort to establish a planned economy the Chinese have 
borrowed heavily from Soviet experience and have adopted many of the’ 
formal institutions which the mentor country had established, The 
Chinese State Council, the supreme governmental administrative body, 
was patterned after the Council of Ministers of the USSR.. In addition, 
there are Soviet advisers attached directly to the State Couricil, ard 
there is a Foreign Experts Bureau within this council, ; 


The central slanting organizations for Communist China are 
the National Planning Commission, which engages in long-range plans 
ning*; the National Economic Commisdion, which handles annual plan- 
ning; and the National Technological Commission for ‘Planning techrio- 
logical developments, itis highly probable that Soviet advisera git ‘on 
the Chinese commisions, The Chinese press frequently commends 
Soviet specialists and the use of Soviet techniques in planning procedures, 
The newly established Scientific Flaming Coramisgion, created for 
the purpose of drafting a l2-year program of scientific research, has | 
the advice of top Soviet epecialists inthis field, 8/ Move significantly, 
perhaps, tha USSR supplies a large amount of capital for the industrial 
development of China, Thus in. long-range planning the need for claser 
coordination between China and tt USSR is particularly important he- 
cause af Soviet influence in Chinese industrial construction. 


Reporte concerning Sine-Boviet conferences held in Moscow 
during August 1956 give some insight inte the dagree of influence which 
the USSR exercises over cartain parts of Chinese Communist planning, of 
In areas of planning involving certain industrial construction, the Chinese 
are limited by the amount of financial and technical aid which the U55R 
will extend to them. The August conferences reflected a sharp reduction 





* The USSR established two planning bodies (long-range and short-range) 
in the spring of 1958, Wot all of the European Satellires have made the 
correspanding changes as ye, 
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in the amount of planned investment available to Chinese ministries. 
The initial Chinese proposals for the Second Ministry of Machine Build- 
ing and the Ministry of Electric Fower in their 1957 investment plan 
were cut approximately 50 percent. 


Soviet influence on the North Korean economy is also extensive. 
The economic organization of North Korea, like that of Communist China, 
ia a centralized governmental structure closely patterned after the USSR. 


Cc. eoceee the Boviet Bios ave the Cormunist Far East. 





Minesen not members of CEMA, the Far Eastern Goromunist 
countries actively participate in some of the specific Sina-Soviet-Blac« 
wide coordination programs. In the economic field, Communist Chine, 
Outer Mongolia, and North Korea in 1954 joined tha European Bloc agree- 
ment on international railroad goods traffic (Saglasheniye Mezhdunerednoga 
Gruszovego Scobshcheniya -~ SMGS5) and passenger traffic (Mezhdunarodnoga 
Passaghirskogo Seobahcheniya -- MPS} and have participated In Bloc con~ 
ferences of railroad officials for the purpose of exchanging scientific and 
technical information in such fields as standardization of the manufacturing 
of railroad cars and the production of technical equipment. 10/ A Joint 
Nuclear Physics Research Institute for pooled scientific research was 
planned at a conference in 1956 which included all European and Far 
Eastern Communist countries except North Vietnam. Another conference 
in 1956 in standardization of production was attended by Ghina, North 
Korea, and Outer Mongolia. 


Both North Korea and Outer Mongolia have issued statements to 
the effect that the principle of division of labor? among socialist countries 
will be considered in long-range planning, 11/ Publicity also has been 
given in the Chinese Communist press ta the specialization of production 
within the socialist commmunity. References ta Chinese participation in 
the principle of division of labor, however, are vague. Ina speech before 
the Eighth Party Congress in September 1956, Chou En-lai described the 
responsibility of China in Sino~GSeviet Bloc economic coordination as that 


# The principle under which each coantry specializes in the production 
af certain commodities for the purposes of the Gino-Seviet Bloc as a 
whole. 


etl Se 











of supplying needed ‘farm products, pastoral fanimal? products, mineral 
ares, raw materials, and cartain mechanical and, industrial products" to 
the other Communist countries. National planning, according to Chou, 
inaures adequate quantities of these materials for export, Chou wis care~ 
ful to explain that, in spite of economic and technical cooperation among 
the socialist countries, it is atill eagential that China establish a com-~ 
plete industrial base rather than one founded on specialisation of produc ~ 
tion, He cited as reasons for thie the size of the country and the abune 
dance of natural resources, Lz. / The precise role to be played by China 

in any Blge-wide-division of labor scheme, then, is still largely undefined. 


Another factor, not mentioned by Chou, is the unpreparedness 
at Communist China for extensive industrial specialization, According 4 
to present planning, it will require three Five Year Planes to establish un 
industrial hase, Consequently, before 1967 China is not likely to consider 
. hroad-scale industrial specialization for a Bloc-wide coordinated ecox 
nomic program at the expense of establishing a large industrial base of 
ta own. 


Ti, Trade. Relations. 


Trade agreements between Sina-Soviet Bloc countries are negetiated 
and gigned by representatives of the respective foreign trade ministries 
and are implemented by subordinate import-export corporations, Roreign 
trade arbitration committees arextatablished within the several countries 
to handle disputes arising between the national impart and export organs 
on matters of quality, delivery date, and price. 13/ 


A. Trade Agreements. 


Trade agreements betwean Communist Ghina and the other 
members of the Sino-Seviat Bios are established on a barter basis, with 
the exception of a few which are specifically designated as "barter are 
payments" agreements. l4/ The agreements are fox a apecified period 
of Mie but remain in force beyond the end of the atipulated period unless 
one of the members serves a termination notice, The parties to the 
Agreement meet annually and sign protocols concerning the volume and 
type of commodities to be exchanged in the following years. A, clearing 








system of accounting is normally provided, and the negotiations are _ 
bilateral, L5/ _ 


Communist China and the USSR have made long-term trade 
arrangements to exchange industrial aquipment for agricultural products, 
and China and Czechoslovakia have inaugurated a long-range trade agree- 
tient which encompagses the period of the Chinese Second Five Year Plan 
(1958-62), 16/ This long-range planning for trade relations is partica- 
larly important in the export of complete industrial installations which 


' maey take several years to complete. It may be expected that China will 


enter into such agreements with geveral other European Satellites, 


B. Pattern of Trade Between the Soviet Bloc and Communist China. 





When the Communist government took over control of China in 
1949, the amount of trade between it and the other Gomrmunist countries 
wag expected to rise markedly, This expectation was fulfilled. The 
trade of Cammunist China with the remainder of the Sino-Sevist Bloc and 
with the USSR in 1950 and 1955 ie estimated to have been as follows 17 /: 


Trade with 


Sino-Soviet . 
Bloc Except Trade with 
USS. Increase USSR. incvease Total Trade 
Year (Million US $) (Percent) (Million US $] 


{Percent} (Million US $) 


1950 3} #55 i 265 
1955 i, 130 3, Tht &, 480 O72 3, 610 





According to official Chinese Communist sources, trade with the Sowiat 
Bloc rose from approximately 26 percent of total foreign trade in 1950 

to 75 percent in 1953 18/ and 80.7 percent in 1955, 19/ Of this 80.7 per-~ 
tent, itis astimated that 54,5 percent was with the USSR, 20.5 percent 


. with the European Satellites, and 5,7 percent with other Far Fagtern 


Communist countries. 20/ 











These data show that Chinese Communists have largely re- * 
versed the traditional Chinese pattern from trade with the Free World to 
trade with the Sino-Soviet Bloc, This indicates in part the progress 
achioved in economic coordination between the Cormununist Far East and 

the other components of the Sine-Soviet Bloc. It also indicates the-im- 
pact of Western export controls under COCOM, although this consideration - 
may have only hastened 4 more or leas inevitable Bloc orientation for 
Communist China, , 


G, Commodities Involved in Trade Between the Soviet Bloc and 
Communist China as a Reflection of Specialized Production. 





Coriramist China exporta to the rest of the Sine-Soeviet Bloc 
agricultural and animal products; some pig iron and rubber; some 
tungsten and molybdenum in ore concentrates; and some tin, mercury, 
and antimony in metallic form. In return, China impofts industrial 
equipment and raw and finished materials needed for industrial construc- 
tion. There is little evidence, however, that China has been officially 
assigned these export specialties in the interests of econoraic ‘coordi - 
nation within the Blec. They are in most cases native commodities 
which ara needed throughout file Soviet Bloc, China does collaborate 
with Bloc countries in trade with the Free World, however: iit buys . 
some Far Eastern rubber for re-esport to the USSR and to Eastern 
Eurepe and tises the European Satellites as agents in the procurement 
of strategic commodities from ti Free World. 

§ 

The First Five Year Plan (1953-57) of Cororuniat China calle 
for 800 large industrial units to be constructed or renovated, 500 af 
which are ta have been completed by the end of 1957, 21/ China is to 
import from the USSR materials for the construction and equipment of 
205 industrial projects, 179 of which are acheduled to begin construction 
during the period of the First Five Year Plan, Hoth Chinese and Soviet 
sources describe the latter projects as the core of the program for 
indastrializing China, 22/ and the USSR is to give assiatance on therm 
through all stages of construction -- geclagical aurvey and selection of 
a construction site, designing the plant, supplying and installing the 
capital equiprient, and beginning production. Assistance is given ta 
projects ather than these key ones through the program of technical 
and scientific caoperation and the use of technical experts [rar the 
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USSR. China, with substantial assistance from the Eurapean 
Satellites and the USSR, vis to construct the ramatting 621 projects 
af the 800. 


Communist China imports agricultural machinery, powerplanta, 
and generators from almost every Satelite, The product apacialties af 
each Satellite in the Soviet Bloc division of labor, together with Chinese 
Communist imports from that Satellite, follow. 


Kast Germany apecializas in machine tools, precision instru~« 
ments, transportation equipment (passenger care and trucks of a specific 
size}, chemicals, and agricultural equipment (such as grain and potato 
combines and heavy tractors), 24/: In addition to these products, Gom- 
munist Ghina imports from East 3t Germany industrial raachinery, power- 
plants, generators, fertilizers, and machine tocla 25/ and hag been sent 


the following complete industrial installations: 4 telecommunications 


eambine, 4 steel rolling mill, powerplants, a sugar factory, cement 
plants, glasaworks,,a penicillin plakt,. and an abrasives plant. a6}. 


Caechoslovakia apecializes in trangportation equipment, machine 


tools, construction equipment, lubricating olla, and chemical plants as 


well ag agricultural machinery (such as sugar-beet and flax combines 
and cultivating tractors}, aircraft, and textiles. 27/ Communist China 
imports from Guechoslovakia the first five of these commodities in addi- 
tion to diesel motors and engines, dyes, drugs, and telecomrmunications 
equipment. 28/ China has also Meotiated and possibly concluded agree- 
ments with Czechoslovakia for complete industrial“installations such as 
thermal electric powerplants, sugar refineries, 4 nitrogen plant, a 

radio transmitter, a metallurgical combine, and a freesing plant. 294 


Poland specialises in transportation equipment (buaes, locore~ 
tives, and passenger care}, sugar, sugar refining equipment, and 
chemicals -- all of which it exports ta Communist China 30/ -- plus 
mining products, coal and coke, shipbuilding, and cement. 31/ The 
following complete industrial installationg hawe been exported. ta 





% There are instances im which Satellite equipment and/or personnel 
ig aged in Communist China in projects attributed to the USSR, Bal 


» [] « 








China: sugar tefineries, port facilities, collieries, a glider plant, = 
chemical fertilizer plant, eylinder-boring mills, ade cement factory 
equipment, 32/ 


Hungary specializes or will specialize in the production of trans- 
portation equipment (diesel train units and large buses}, electric power 
equipmient, heavy construction equipment, machine tools, alurednur, and 
bauxite. 33/ Communist China imports from Hungary telecommunicationa 
equipment, precision instruments, motox wehicles, pharmaceuticals, 
petroleum products, and certain typea df ¢hipa (cargo, Ushing, tug, 
freighter, and patrol). 34/ Complete i industrial inetallations in the fields 
of telecommunications and ore dressing may be eeperee to China, 33f 


Rumania specialises in lubricating wily. dvilling equipment, ind 
powerplants, which Communist China imports, 36/ in addition to agris 
cultural commodities and machinery {corn combines }, lumber, and wood 
products. atl 2 

_ Bulgaria specializes in ore production {pyrites and miscelaneons 
ores and concentrates) and agricultural machinery. 38/ Communist China 
imports from. Bulgaria agricultural machinery, ‘cotton, tobacea, ore 
dregsing plants, and chemical fertilizers. ay Some Bulgarian exports to 
China are known to be reexports of Hungarian and Czechoslovak goods. ar 


Aibania specializes In owstain agricultural products (such as 
medicinal plants and tobacco) and mining products -such ag chrome ore 41/ 
and has agreed te send GCormmunist China copper, tobacco, and cotbhon 
textiles, fal 


The terms of trade between North Korea and the Soviet Bloc are 
somewhat different from Chinese Communist - Satellite trade in that 
many North Korean imports from beth the USSR and the Satellites come 
ag aconomic aid rather than as purchasas, The Satellites are sending 
ta North Korea technicians, complete industrial installations, and indus~- 
trial equipment, Cornmedities shipped to North Korea include the 
following 43/: ; 
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“tat 


Germany 


Czechoslovakia 


Poland 


Hungary 
(prospective) 


Rumania 


“ 





Diesel engine plant 

Publishing aad printing pkant 
Electrical equipment plant 
Telephone switchboards 
Agricultural equipment 
Construction machinery 

Electric motors and transformers 
Medical equipment 


Hydroelectric power stations 


Automotive parte plant 


Machine tool plants 
Cement plant 
Transportation equipment 
Agricultural equipment 
Meédical supplies 


Locomotive repair plants 
Kftotora 

Passenger and freight cara 
Trucks and tractors 
GCoticrete miners  ~ 
Consumer poods 


Machine tool plants 

Dye planta 
Measuring instrument planta 
Buses and trucks 

Medical supplies 

Organic chemicala 
Telephones 


Cement plant 

Aspirin plant 

Brick plants 

Freight cars 

Fishing boats 
Passenger coaches 
Tractors and bullddzers 
Consumer sends 








Bulgaria, Brick plant 
(prospective) | Woodworking plant 
Textile machinery 
Claas 


Consumer goods 


North Vietnam receives aid from and trades with virtually all 
countries of the Soviet Bloc. North Korea and Outer Mongolia are in- 
cluded in this exchange, and both of these countries have made token 
contributions to the rehabilitation of North Vietnam. The USSR has 
granted $100 million” in aid over a 2-year period te build 25 industrial 
and public utility enterprises, to check epidemic diseases, and ta fur~ 
nish certain foodstuffs. Chinese Communist aid to North Vietnam totals 
$327 million over a 5S«year period. This aid is to assist in rebuilding 
railvoads; river docks; highways and bridges; textile mills; tanneries; 
and factories for manufacturing medical, electrical, and agricultural 
equipment, Commodities reportedito be shipped from the Satellites bo 
North Vietnam incladetthe.follawitig 44/;° 


Germany baad ride printing works 
Chemicals 
Medicine . 
wf Equipment for chemical works 
; Optical equipraidnt 
Machine tools 
Mining equiprtent 
Electrical equipment 


Caechoslovakia Tiesel cooters 
Tentiles 
Water pumps 
Chemicais 


* Dollar values are given in termig of 05 dollars threughaut this report. 
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Poland 


Hungary 


Rumania 


_ Bulgaria 


Pad 





A, Forma. 





Transportation vehicles and.cquipmient  - 
{autornabiles, trucks, and ships} 

Medicine and medical equipment 

Taxtiles 

Rice 


+ 


Agricultural machinery 

Industrial machinery ; 
Transportation vehicles 

Medicine and medical instruments 
Consumer goods 


Electrical equipment 
Consumer goods 


Blectrical equipment 
Construction equipment 
Chemicals 

Medicines 


Tachnical Assistance fo the Gommounist Far Bast. 


The industrialization program of Communist China requires 
technical assistance in the form of capital equipment, production 
tachniques, specialists and technicians, scientific information for plan~ 
ning atid designing, and manpower training. The USSR and the Satellites 
extend auch technical assistance to China in a number of forms. Trade 
contracta for the construction of complete industrial installations in 
China involve technical aid in planning and designing, in construction of 
planta and installation of equipment, and in the training af Local techni - 
ciang, The individual contracts fix the type of agsistance to be furnished. 
Acadericians and technicians are sent to China in conjunction with cam-~- 
merical fairs and exhibits, and they often remain to lecture and travel 
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throughout the country, Specialists and advisers are sent from industrial 
ministrias and academic institutions to corresponding Chinese organiza~ 
tions under cultural exchange agreements, Sovict advisers are plentiful 
throughout the Ghinese econonry. The Ghinese presse has frequently com- 
mended Sovier sroduction techniques in agriculture, forestry, electric 
power, coal mining, petroleum, heavy and light induatry, and construc « 
tion and hag praised manaperment techniques for labor, finance, and 
planning and statistics as well as‘for thd aasistance! rendéredsin stientific 
research, 


One of tha most publicized forms of technical aid is the assiat- 
ance by means of scientifie-technical collaboration commistions. Since 
1954, Comrouniat China has signed agreements for scientific and techni- 
cal cooperation with the USSR and with all of the Satellite countries, 
Each of these bilateral agreements provides for the establishment of a 
joint ecientific-technical collaboration commission which meets annually 
or biannually to determine the fields of cooperation, The location of the 
moectings alternates between the two countries. Three types of aid are 
distinguished in each of the agreements -- technical aid, technical i 
information, and advisers and specialists; the choice of form apparently 
depends on the field concerned, 


B. Administrative Machinery. 





 Aveilable information deda not reveal the extent. a His authority 
of the acientific-technical collaboration commissions, | How much, coordi = 
nating these commissions do and how much control they exercise in thee’ 
exchange of information and specialists ia aaly vaguely known. Some 
technical aid is carried out as an integral part of trade contracts, ag 
shown above, and therefore is conducted through the ministries of foreign 
‘trade and their technical import-export corporationa. In addition, each 
af the Saviet Bloc nations is pregumed to have a government office asso~ 
ciated with the planning system which is responsible for aciantific and 
technical cooperation -- such is the case in Bast Germany, Czechoslovakia, 
Poland,.and Hungary. “inthe USSRithe Chief Directorateifor Bconamic 
Relations (GUES)* and its subordinate Directorate for Scienfific ‘and Technie 
cal Collaboration are responsible for economic and technical agciatince 


® Glavnoaye Upravieniye Ekonomicheskikh Scotnashentiy. 
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to other countries. 45/ In Cormmmist China a Technical Cooperation 
Bureau has heen set up under tha ‘Ministry of Foreign Trade for the . 
planning and negotiation of industrial projects which China is buying 
from the Soviet Blac, abt Tha ministry carries ont the program through 
a technical import corporation and special bureaus for trade with the 
USSR and the Europoan Satellites. 


Inu the Sowlet Bloc, bilateral agreements on scientific and techni- 
gal cooperation are coordinated through the bilateral councils of the Execu- 
tive Committee of CEMA, 47/ .It appears likely that such agreements be- 
tween the Satellites and Communist China are madé under the guidance of. 
CEMA. 


C. 





;  GUES is known to assign cade, or "Lema, "* numbers to scientific 
and technical cooperation projects for both the Suropean Satellites and Com- 
‘muntat China, A tecent study of such code numbers assigned to ‘Chine Aas 
identifies the projects under the numbering syatem with those enumerated 

in the scientific and technical cooperation agreements ‘signed between the 
USSR and China, Since 1954 the USSR has agreed to send to China informa~ 
tion on industrial construction (power stations and metallurgical and machine 
building planta}; designs for céal mining facilities, railroad facilities, blast 
furnace®,-concentration plants, pimps and compressors, transportation 
equipment, crushing and grinding machines, agriculture machines, industrial 
chemical equipment, ore-dreasing plants, and Petroleum plants; and tech- 
nical data on such items as pigmgnts, dyes, and other chemical products, 
Chinese specialists will go to the USSR to study the coal, metallurgical, 
petroleum, textile, and building Industries 45 well as architecture. agf 


Asia. the case with commodity exports, there is a parallel be- 
tween the technical information which an individual Satellite furnishes 
to Comrounist China and the type of production in which it epecialinas 
under the Sino-Soviet Bloc division-of-labor concept. Thus Bulparia 
provides agricultural information; Hungary provides specification on 
transportation equipment, machine tools, and heavy industry; Rumania 
provides techniques of petroleum extraction and processing; Czechoslo- 
vakia provides information regarding heavy industry production, machine 


* The precise meaning of Yerma in this context is unknown, although it 
is derived from the Russian word tema, meaning "theme! or “subject. \ = 














building; and textiles; Poland provides technical assistance ou metallurgy, 
mining, chemicals, ugar refining, and port and ship construction; and 
East Germany provides assistance in the field of general machine building, 
Chinese contributions to this exchange are usually in the fields of water 
conservancy, light inlustry (such aa food processing, porcelain, and 
textiles), ard agriculture. * 


Since 1954, North Korea has signed sctentific and technical 
cooperation agreements with all of the Satellites except Albania, The. . 
USSR ia sending technicians to assist in agricultural and city planning in 
connection with the installation of all types of industrial enterprisea (con~ 
centrating on the metallurgical and mining industries), Chinese Commu- 
nist assistance to North Korea concerns largely railrwada, light industry, — 
and construction, The joint Sino-Soviet Bloc effort to rebuild North Korean 
industry also reflects Satellite production specialization, Technical agsist- 
ance in transportation and construction comes from Poland, in electric | 
power and machine tool production from Czechoslovakia, in the angineer- 
ing industry from East Germany, in the timber and forestry industries 
from Bulgaria, and in the construction industry from Rumania, Sos 

¥, 


Financial Assistance b y the Soviet Bloc to the Communist Par East, 





Communist China is receiving some financial assistance In the form. 
of loans from the USSR, but its economid relations with the Satellites . 
are conducted on a pay~as-you-gS#basis. North Korea, on the other hand, 
hag received promises of extensive aid from beth fhe USSR and the Batel- 
lites, ; 


North Kores has signed economic agreements with Communist China 
and the Soviet Bloc countries (with the exception of Albania) for aid tn ite 
rehabilitation, The Satellites have promised to extend aesistance to 
North Korea during 1954-64 amounting fo $230 million (which North Korea 
is under no obligation to repay) in tha form of technicians, complete 
industrial inétaliations, and commodities, Total aid received fzom the 
Bloc by the North Koreans in 1954 wae $255 million and in 1955 was 
$224. 6 million, 51/ 





whe 


= Far a more complete list of fields in which scientific-and technical 
‘indormation will be axchanged between the Satellites and Communist China, 
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Soviet financial assistance ta Cormunist China has taken the form 
af loans for military purposes, for industrial development, and for the 
purpose of effecting the capital transfer of the Soviet share of four Sino- 


Soviet joint-stock companies. 


‘AY Military Loans. 


Military loans from the USSR to Communist China possibly 
averaged more than $500 million annually daring 1953-55, 52 { Ne 
anicuncements Have been made concerning military loang durifig 1950-42, 
and the intelligence for this period is inceraplete, Analysis of Chinese 
foreign trade during this Hime, however, suggests that some form of 
military credit was extended. The most recent information contained no 
reference to a military loan from the USSR in 1956, 53 { The Chinese 
budget of 1956 implies that the only foreign loan available to China from 
the USSR. was an installment on the industrial loan of October 1954. 


‘During 1950-56 the Chinese Commaniste received military equip- 


ment worth approximately $2 billion in the form of loans or grants From 
the USSR, .These.are estimated to be ag follows: 





Loane 
Year {Million US $ 

1950 bal _ 3o0 
1951-52 300 

1953 > BOO 

1954 4 Gt) 

1945 545 

1956 : A 


B. Loang for Industrial Development. 


Seviet Financial assistance to Ghinese Communist industrialis. 
zation has biken the form of two modest loans. Under the agreement of 
14 Fahruary 1950.2 credit of $300 million was extended to be used tt 
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equal amounts over a period of 5 years, beginning in 1950, 54/ The - 
Chinese agreed to repay the loan within 10 years at the rate of £30 mil- 

lion annually,. he first installment wag due not later than 31 December 
1994, On LL October an additional credit of $130 million wae announced. 55 f 
information concerning its terms was not released, It appears to be 4 
eovtinuation of credite along the line of the agreement of 1950. 


A suramary of Soviet loang to Communist China far industrial 
development in 1950-56, including available information on their actual 
use and repayment, ig shown in the table, 


Table 
Reported Soviet Loans to Communist Ching 


for Industrial Development, Their Use, and Repayment 56/ 
1950-56 





Million US 3 





ne F Use Repayment 
Year Zumouwnt (imports): ({Exports)* 
L950 30g 14 
19510 one bo 
19824 a0 
1953 68 
1954 i320 7 40 
Total 297 
1955 ; 5 30 
1956 55. 
Tatat 105 
Grand total 402 
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G. 


Loans Received to Bifect Capital Transfers. 





When the Communists took control of China, four Sine-Soviet 
joint-stock campanies were formed in area of special interest to the 
USSR. Toe of these, the Sino-Saviet Petroleum Company and the Sino- 
Soviet Nonferrous and Rare Metals Company, were established io Sinkiang 
to promote the exploitation of mineral resources. A third cornpany, the 
Sine-Soviet Company for Aviation, was established to promote oivil avia- 
tien. A fourth company, the Sino-Seviet Shipbuilding Company, was eatab- 
blished to engage in shipbuilding and ship repair at Dairen. The USSR 
furnished capital equipment and technical knowledge. The production of 
these companies was to be divided equally between the two countries, 


in 1 January 1955, all four Sine-Soviet joint-steck companies 
were turned over to Communist China, 57/ The Soviet share of the 
companies ia carried as a long-term loan, which China ia to repay by 
the normal export of commodities over a period of years. it ia estimated 
that tha share thug acquired by China is worth approximately $75 million, 


The foxmer share of the USSR in the four Sina-Soviet joint-stock 
companies ia estimabed a3 follows 58/: 


Million US $ 


Sine-Soviet Petroleum Company a8 
Sine-Seviet Nonferrous and Ba¥s Metals Company ' 10 
Sine-Soviet Company fer Aviation 2 2 
Sina-Soviet Shipbuilding Company . a5 
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APPENDIX A 


SCIENTIFIC AND TECHNIGAL COOPERATION AGREEMENTS 


BETWEEN THE EUROPEAN SATELLITES AND COMMUNIST CHINA 
: ied Tee Mla tasdsh = 









East Germany to 
Communist Chine 59/ 


Czechoslovakia to. 
Communist China 60/ 


Foland ta 
Comimuniat China &1/ 





Subject 





Textile manufacturing 
Metallurgy 

Heavy machine building 
Electrotechnical developments 
Telecomimiunication 

Drugs for experimentation 


Light industry 

Power equipment 
Building materials 
Synthetic silk 

Asbestos extraction 
Ghemicals — 

Antibiotics ; 5 
Polarisation analysis 
Engheering 

Cdnsumer gooda 


Light industry 

Food industry 

Port construction 
Sugar refining 
Machine building 
Metallurgy 

Coal and coke 
Building materials 
Ghemiceal fertilizers 
Sugar-beet calfivation 
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Hungary to 
Communist China 62/ 


Furmania to 
Communist China 63/ 


Bulgaria to 
Communist China 64/ 


‘Albania to . 
Communist China 65/ 


SunIEEe 





Textile industry 
Gold storage plants 
Hydroelectric machine production 
Goal 
iron and steel 
Chemicals 
Pharmaceuticals : - 
Automobiles 
Telecommunications equipment 
Hydrogenation 
Hygiene — 
Agriculture 
Geophysical gurvey 


Food industry 

Crude oil extraction and proceseing 
Drilling installations 

Vaseline production 

Textile industry 

Gallulose manufactiring 

Health protection 


Magnesite 

Dye 

soap 

Lacquer 

Agricultural inspection methods 

Cotton processing and cultivation 

Vegetable atid fruit processing and cultivation 
Seeds for medicinal and agricultural products 
Tobhaces cnitivation 


Construction of minor hydroelectric power 
stations 

Cultivation of tobacce and olive plants 

Experiments] crap geeda and cereal seede 

Sectal insurance 

Public health 
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Communist (hina to 
East Germany 66/ 


Cammunist China to 


Cadchoslovakia 67 /. 


Communist China to 
Poland 65 / 


Caommuniat Ching to 
Hungary 69/ 


Textile industry 
Paper industry 
Foodstaffa 
Agriculture 


Food industry 

Light indusery 

Irrigation equipment 

Water conservancy 
Magnesium processing : 
Cigarette processing 


Paw 


‘Procurement and processing of skins ad furs 


Health service 

Agricultural seeds and plant spacias 
Research on contagious disease perma 
Tobacce culbivation . 


Textile industry 

Water conservancy 

Nonlerraus metals 

Tile manufacturing 

Piveric acid: production 

Silk production 

Ru and carpets 

Paper 

Fountain pane 

Research on tropical equipment 


Light industry 
Pood industry 
Communications 
Forestry 

Flood prevention 
Agriculture 
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Communist China to 
Rumania 70/ 


Communist China to 
Bulgaria 71/ 


Goamununist Ching to 
Albania ery) 





Chilled metals 

China. 

Foodatufts 

Silkworm culture 

Raw silk processing 

Agricultural products; ramie, nonirrigated 
rice, atd fruit trees 


Porcelain manufacturing 

Penicillin manufacturing 

Paper manufacturing 

Magnesium processing 

Dyes 

Seap 

Silk fabrice. 

Lacquer 

Cultivation af hemp, fiber, and herbs for 
medicinal purposes 


Plaster manufacturing 

Rock and wood carving 

Plant seede and acedlings 

Rice Multivation and processing 
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APPENDIX B 


mETNODOLeS.. 





This report is largely degeriptive; it attempts fo plece together the 
framework within which economic relations are conducted throughout the 
Sino-Soviet Bloc and to determine haw rauch central coordination is evi- 
dent in this field, The information is fragmentary and not well defined, 

. Basic trade dats and information on acientific and technical cooperation 
were taken from published announcements of bilateral protocols which 
vary with.reapect to the amount of information released and the extent 
ef commodity breakdowns, Those Hmitations on the basic information 
are reflected in the analyses of this report. Production specializations 
for the European Satellites were derived from Cra F 
Coordination and Integration of the Soviet Bloc, 1949-56,"T"May 135 
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APPENDIX © 


GAPS IN INTELLIGENCE 





There is only a Himited amount of reliable information available on 
Soviet Bloc industrial aid, technical assistance, Qnancial credit, and 
trade contracts with the Commanunist Far Daat. 


More information is needed on the nature and extent of this trade 
as well as on the means of negotiating, coordinating, and implementing 
the trade contracta. 


Move detailed information is needed on the coordination of planning 
(both on a national and on an international level), onthe. précis@ influence 
of CEMA, on the role of the bilateral scientific-technical collaboration 
commissions, and on GUES as it relates to CEMA, | 
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